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ANSWER ALL FOUR (4) QUESTIONS 
(not all questions are of equal value) 
Question 1 
 
Explain the significance of the decision in Salomon v Salomon & Co Ltd [1896] AC 
22 for modern company law in Australia.  In your answer consider also the 
advantages and disadvantages of incorporation today.   
(15 marks) 
Question 2 
Mr Wood was a director and shareholder with 5002 shares in his family building 
company Woodstock Pty Ltd (Woodstock) for 15 years.  He inherited Woodstock 
from his grandfather.  In June 2013, Mr Wood decided to appoint his wife and 
daughter, Annie, to be additional directors as well as equal shareholders with each 
holding 1002 shares in Woodstock.  However, by January 2014, the company was 
struggling to pay its suppliers of timber to enable the construction of a school at Bees 
Creek.  In fact some of the local timber suppliers had stopped dealing with 
Woodstock.  Mr Wood’s sister Splinter wanted to help out and suggested that she 
buy shares in the company.  He thought this was a very timely opportunity because 
his sister had quite a lot of inherited wealth from her deceased husband.  Splinter 
bought 3002 of Mr Wood’s shares, but Mrs Wood and Annie disliked their meddling 
sister-in-law and aunt.   
 
Answer each of the following questions: 
 
a) Mrs Wood and Annie don’t recall agreeing to Splinter becoming a member of 
the company.  They are also worried because Mr Wood is extremely 
disorganised and the company’s paperwork is in piles and drawers all over the 
workshop.   
 
Mrs Wood and Annie are seeking to remove Splinter as a member.  What 
documents would they need to find to rely on and why?  Prepare your answer 
with reference to both statute and case law.  In your answer do not consider the 




b) Splinter realises her sister-in-law and niece are scheming to remove her as a 
member.  She can’t understand why, as she was only helping out her brother.  
Splinter believes that Woodstock’s losses are accumulating and she thinks it 
would be prudent, as a responsible shareholder, to seek an order from the 
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c) Mrs Wood and Annie locate the Woodstock Constitution and note the following 
clause: 
“Before issuing shares of a particular class, the directors of a proprietary 
company must offer them to the existing holders of shares of that class.  As far 
as practicable, the number of shares offered to each shareholder must be in 
proportion to the number of shares of that class they already hold.” 
 
Could Mrs Wood and Annie raise an action on this type of clause?  Briefly 
outline with reference to both statute and case law.   
(3 marks) 
(Total 15 marks) 
Question 3 
Claire is a trader on the Australian Securities Exchange (ASX) and has a total share 
portfolio of $4.1 million. She contacts her stockbroker, ABC, to arrange a loan over 
the shares she holds in a number of listed companies. After meeting with ABC, she 
agrees to take out a loan of $2.5 million with ABC. Claire did not read the loan 
document and, unknown to her, it contains clauses that require her to transfer her 
total share portfolio to ABC. 
 
The loan money is advanced from Big Bank, which executes a standard-form 
contract with ABC for the total amount of the loan. Several months later, ABC goes 
into administration. Big Bank start to sell all of ABC’s client shareholdings, including 
Clair’s total portfolio.  
 
Answer each of the following questions (each question is worth 5 marks): 
 
(a) Is Big Bank able to exercise its interests as a secured creditor and sell ABC’s 




(b) XRT is a subsidiary company of ABC.  Would it make any difference if the loan 
document required her to transfer her total share portfolio to XRT rather than to 




(c) Quite separately from the issues in sub-questions (a) and (b) above, Big Bank 
is considering raising additional share capital from its existing shareholders.  





(Total 15 marks) 
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Question 4 
 
In Gambotto v WCP Ltd (1995) 182 CLR, the court emphasised the need for both 
substantive and procedural fairness.  What is meant my substantive and procedural 
fairness?  
 
(5 Marks) 
